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OUR BUSINESS 

Dr Pepper Company is a major manufacturer , marketer , a??// 

distributor of Dr Pepper and Sugar Free Dr Pepper concentrates and 
fountain syrups, principally to some 475 independent, licensed bottlers in 
the United States. 

Licensed bottlers of the Company add sweeteners and, carbonated water to 
concentrates to produce finished products and are authorized by license 
agreements to package and sell in a protected geographic territory. 

The Company also bottles , cans and distributes soft drinks through eight 
wholly-owned subsidiaries and packages soft drinks for sale to licensed 
bottlers. Fountain syrups are sold to bottlers, wholesale distributors for resale 
to fountain accounts and directly to fountain outlets. 

In September, 1981, Dr Pepper Company acquired U.S. marketing 
rights to the Welch’s line of carbonated soft drinks. Through its wholly-owned 
subsidiary, Premier Beverages, Inc., the Company sells concentrates for 
Welch’s soft drinks to a network of some 200 licensed bottlers. 

Dr Pepper Company acquired the worldwide Canada Dry soft drink 
business in February, 1982. Canada Dry sells products in the U.S. through a 
network of some 180 licensed bottlers and in Canada through more than 30 
licensees. Canada Dry products are sold in 91 countries. 


i 















FINANCIAL HIGHLIGHTS 
Years ended December 57, 1981 and 1980 



1981 

1980 

% Change 

Operating Results 

Net sales 

$363,966,000 

333 , 165,000 

+ 9 . 2 % 

Net earnings 

29,398,000 

26 , 543,000 

+ 10.8 

Earnings per share 

1.45 

1.31 

T 10.7 

Dividends paid 

15,772,000 

14 , 545,000 

+ 8.4 

Dividends per share 

.78 

.72 

T 8.3 


Financial Condition 


Working capital 

$ 34,301,000 

29 , 839,000 

+ 

15.0 

Current ratio 

2.2:1 

2 . 0:1 



Stockholders’ equity 

123,682,000 

109 , 928,000 

+ 

12.5 

Return on average stockholders’ equity 

25.2% 

25 . 5 % 



Book value per share 

6.11 

5.44 

+ 

12.3 

Total invested capital 

140,761,000 

124 , 582,000 

+ 

13.0 

Return on average invested capital 

22.4% 

23 . 5 % 



Number of shares outstanding 

20,226,892 

20 , 201,517 



Number of shareholders of record 

23,000 

21,800 

+ 

5.5 


DISTRIBUTION OF REVENUE (m millions) 
Net revenue of $363,966,000 


3.N 



4 6 6 J 13.2 


45.5 


Diaburterttcnla for opengionB (B&Oft): 

Manufacturing crwu ct-Lucd to raw 
matimali jnd packaging 

Marketing expenses for prcunoUinn 
nd .-ifivcrtiiing 

ages :inri benefits paid Hi jffiQD 
Ik Pepper CompjLm employees 
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Other admirtisExati vg and general 
expenses 

Capital for new Lmrtdtittctii and retain to 
itockholdm ( 12 . 0 &); 

DlvilIci irB paid to Dr Pepper 
Cornpany's E!,WW stodubuldcn 
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contribute to capital recovery for 
future invesmtem 
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46-year career 
salesman W. W. Clements and 
Charles L. Janrie, consumer 
goods executive of 22 years who 
Ix-came President in I960. 


Charles L. Jarvlc 
President and 
iMefOpei ating Offif.tr 


W.W.Cksiirii^ 
Chairman and 
Chief Executive Officer 












TO OUR SHAREHOLDERS: 


~-(f, 

1981 was a year of great significance for your Company. It marked the 
completion of long-planned strategic moves that management and your Board 
of Directors felt necessary to assure the Company's continued progress in the 
soft drink marketplace of the 1980s, Fulfillment of these objectives resulted in: 
Broadening our soft drink base to include the top brands in the major soft drink 
categories outside the cola segment. 

With the acquisition of Canada Dry and Welch’s carbonated soft drinks, your 
Company is better positioned with a stronger, more comprehensive products 
line. We now have a competitive advantage over other soft drink companies. 
Strengthening our position in markets with great potential for growth, profit and 
brand penetration. 

This priority program is based on the brand strengths of Dr Pepper and 
Sugar Free Dr Pepper with a view toward becoming more competitive on a 
broader geographic basis. This involves the purchase and operation of 
Dr Pepper bottling plants in areas of strategic importance that we have 
identified as emerging trade centers and continues the program started 
in the 1970s. 

Heavy capital investment for expansion of plants, new equipment and marketing. 

Dr Pepper Company invested heavily in 1981 to ensure sustained progress of 
planned programs for the upgrading of plant production/distribution facilities 
and in corporate plants’ marketplaces for vending machines and trucks. As in 
past years, this capital for expansion and brand development was generated 
internally. In addition to funding these large capital projects, your 
management increased the investment in marketing substantially to keep the 
Company competitive in building our consumer franchise on Dr Pepper and 
Sugar Free Dr Pepper. 

Financial results for 1981 were good and produced the 24th consecutive 
year for increased sales and earnings growth. Sales of $363,966,000 were up 
better than 9% versus 1980 and net income rose to $29,398,000—up nearly 
11% from the previous year. 

Stockholders’ equity in 1981 increased 12.5% from $109,928,000 to 
$123,682,000. Over the past Five years, this important measure of performance 
has increased more than 60%, primarily through the addition of earnings 
retained in the business for the purpose of expansion. 


STOCKHOLDERS’ EQUITY 
(m i llions of dollars) 
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Return on equity and return on average invested capital for 1981 were 
excellent. The weighted five-year average return on invested capital was 24.4% 
and the weighted average return on equity for the five-year period ending in 
1981 was 26.4%. These returns continue to reflect some of the best results not 
only in the beverage industry, but for all industrial companies in the United 
States. Dr Pepper Company ranks 79th on return of stockholders’ equity 
among the top 1,000 companies charted by Fortune magazine. It is second 
in the beverage category and first among soft drink firms. Excellent growth 
over the past 20 years has placed Dr Pepper Company 598th on Fortune's list of 
the 1,000 largest U.S. corporations. > 

Acquisitions by Dr Pepper Company were major news events throughout 
1981 beginning last spring with the purchase of bottling operations in 
Pensacola, Florida and Mobile, Alabama. In the fall, the Dr Pepper bottling 
operation in Albuquerque, New Mexico was purchased. 

In September, our Premier Beverages, Inc. subsidiary took over the 
marketing operations for Welch’s carbonated soft drinks. An agreement in 
principle to acquire this quality line was announced in May. Also, in September, 
we announced the signing of a letter of intent to acquire the Canada Dry 
business from Norton Simon Inc. That transaction was completed on 
February 2, 1982. All of these acquisitions were cash purchase transactions 
and did not involve the issuance of any stock. 

Canada Dry and Welch’s soft drink lines represent leadership in several 
mainline categories and are aimed directly at the population segments 
anticipated to grow significantly for the 1980s and beyond. By completing 
these acquisitions, your Company achieved a share of the U.S. soft drink 
business in the range of 11%, up from our previous market share of 7%. This 
broadened base, with strong brands that include Canada Dry Ginger Ale, Club 
Soda, Tonic Water and Barrelhead Root Beer and Welch’s Grape and 
Strawberry Sodas, will enable us to compete more effectively and provide 
benefits through improvements in marketing efficiencies. 
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These acquisitions have increased our product line from two—Dr Pepper 
and Sugar Free Dr Pepper—to 27 different flavors, all top quality and sold 
under highly-regarded, well-established trademark brands—Dr Pepper, 
Welch’s and Canada Dry. 

Welch’s bottlers have made good progress in a very short period (seven 
years) compared to the long histories of other soft drinks. Our return from 
Welch’s has been excellent. 

Canada Dry was a sound acquisition that will offer excellent returns to 
shareholders. An immediate synergistic effect will be reduced expenses from 
consolidated concentrate manufacturing. Other savings will result from 
combined systems and staffing in the international marketplace where 

International licensees for 
Dr Pepper 
Canada Dr)' 


■ ■ 
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Canada Dry has wide penetration. Canada Dry products are sold in 91 countries 
and this aspect was one of the primary considerations for acquisition. This 
will be extremely beneficial to Dr Pepper as it provides a network of bottlers 
that offers great potential for the global expansion of Dr Pepper. 

Last year, Dr Pepper was introduced in South America and two Middle 
East countries and negotiations were completed for the introduction of 
Dr Pepper into Holland and the British Isles in April, 1982. This will mark 
Dr Pepper’s first official entry into the European Common Market. We are 
anticipating good results. 

Canada Dry also has plans for expansion into additional international 
markets that include new countries and those in which Canada Dry products 8 
are available. 

We are excited and optimistic about the opportunities created by the 
addition of Canada Dry and Welch’s. The products of Canada Dry- and Welch’s 
are complementary, but not competitive to Dr Pepper. Each of the brands adds 
strength and value to the other; each has strong and loyal consumer following. 
The Welch’s brand is more than 100 years old. Dr Pepper is 97 years old and 
Canada Dry is not far behind. 

Another major accomplishment in 1981 was the establishment of a 
strong corporate management team and an aggressive marketing and sales 
organization. Also, we were the beneficiary of an excellent management team 
and strong sales and marketing organizations from Canada Dry. While we 
staffed management of Welch’s operations (through our subsidiary, Premier 
Beverages, Inc.) with two experienced Dr Pepper veterans, we also acquired 
many qualified sales and marketing people from that transaction. 

This team is in place, working well together and dedicated to producing 
unit sales increases and improved profits. Your Company has increased its 
ability to be more competitive today than at any time in the past. Our Board 
of Directors is comprised of outstanding business leaders who bring wisdom, 
vision and broad experience; all extremely important to Dr Pepper. They, as 
the management team, are dedicated to continuing to build a strong, growing, 
profitable Dr Pepper Company. 



Dr Pepper Company and 
Canada Dry merged on Feb. 2, 
1982 with the signing of docu¬ 
ments at Norton Simon Inc. 
headquarters in New York. 
Representative participants 
were Robert D. Walter, Senior 
Vice President, NSI; 

W.W. Clements, Dr Pepper 
Company Chairman and 
CEO; Richard Q. Armstrong, 
President of Canada Dry and 
Charles L. Jarvie, Dr Pepper 
Company President and COO. 
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Dr Pepper Company 
Executive Staff, seated, 

WAV. Clements and 
Charles L. Jarvie; standing, 

Joe K. Hughes, Executive 
Vice President-Operations; 
Alvin H. Lane, Senior Vice 
President-Finance and Secre¬ 
tary; Thomas L. Kalahar, 
Executive Vice President, 
General Manager-U.S. 
Marketing Operations and 
Robert E. Hannegan, Execu¬ 
tive Vice President-Corporate 
Plants. 

Far right, Dr Pepper Com¬ 
pany Board of Directors, 
seated, Lamar Hunt, 

Pat W. McNamara, Jr. and 
Albert. F. Sloan; standing, 
Charles L. Jarvie, Chairman 
WAV. Clements, Edwin L. Cox, 
Raymond H. Cummins, 
William R. Roberson, Jr. and 
Richard A. Zimmerman. A 
complete listing of directors is 
on the text sheet following 
page 44, 



1982 will be another tough year in the soft drink industry with unit 
sales growing at a paeesomewhat slower than has been the industry’s pace 
throughout the 197Os/However, management intends to jriace full attention 
this year on execution of marketing plans now in place and attainment of the 
economies intrinsic in combining Canada Dry and Welch’s operations into the 
Dr Pepper business/We believe that the tools are in hand to commence another 
period of significant growth for your Company. 

We are grateful for the continued interest and support of our stockholders. 


W. W. CLEMENTS 
Chairman of the Board 
and Chief Executive Officer 


C. 31 . 



C. L. JARVIE 

President and Chief Operating Officer 








DR PEPPER COMPANY YEAR IN REVIEW 


A sluggish economy and continued competitive pressures, 
chiefly from discounting at the retail level, created a difficult 
environment in 1981 for development of our brands Dr Pepper 
and Sugar Free Dr Pepper. It was not a year for growth at the levels to which 
Dr Pepper Company is accustomed, although we did perform close to plan and 
recorded record revenues and earnings for the 24th straight year. 

Sugar Free Dr Pepper growth was greater than that for regular Dr Pepper, 
and in 1981, the popular diet brand accounted for more than 19% of total 
concentrate and fountain syrup sales. Total fountain volume was up slightly 
compared to 1980 and again, as in recent years, the corporate plants group 
reported case sales increases in 1981 compared to the previous year. Corporate 
plants’ contribution to corporate dollar sales last year was 54.6%, up from 
48.8% in 1980. ' 

The role of corporate plants continues to increase and in 1981, four 
significant events enhanced the stature of this important corporate business 
segment. Between April and October, Dr Pepper Company acquired bottling 
operations in Pensacola, Fla. ; Mobile, Ala. and Albuquerque, N.M., and in 
June, management and employees of the Dr Pepper Bottling Company of 
Pf ouston completed relocation from a warehouse facility to their new $20 
million production/distribution complex. 

Completion of the 242,000 square-foot plant fulfilled a major corporate 
plants group objective to accelerate the growth of Dr Pepper and Sugar Free 
Dr Pepper in what is generally recognized as the fastest-growing, major 
metropolitan market in the United States. 

Growth in the international marketplace in 1981 followed plan as 
Dr Pepper was introduced by licensed bottlers, can distributors and/or fountain 
operators in Chile, Pakistan and Syria, The international business arena 
remains attractive and affords excellent potential for Dr Pepper and Sugar 
Free Dr Pepper following the merger with Canada Dry. 

Marketing of Dr Pepper’s brands through the best bottler organization is 
central to the formation of our corporate business objectives. In 1981, we 
introduced to bottlers marketing programs and advertising predicated on the 
strengths of the Pepper category and the unique taste of Dr Pepper and Sugar 
Free Dr Pepper, 

A special bottlers meeting in Dallas in April unveiled Summer Surge, an 
intensified marketing plan featuring under-the-crown, premium and cash 
refund promotions. Built upon the most successful elements of programs 



In June, 1981, production 
began in the newly-completed 
$20 million facility for the 
Dr Pepper Bottling Company 
of Houston, left. 

Popular promotion activities 
for bottlers last year included 
building huge displays of 
Dr Pepper and Sugar Free 
Dr Pepper cans, some 
exceeding 15,000 cases. The 
efforts will continue in 1982. 
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Changes in graphics 
announced at the April, 1981 
Summer Surge meeting for 
bottlers included applications 
for delivery trucks and 
vending machines. 


introduced in 1980, Summer Surge was designed to increase sales for bottlers 
and create greater consumer awareness in retail outlets during the peak soft 
drink consumption period of May through October. 

The lead promotion of the bottler-option Summer Surge package was a 
national ‘‘Rea Pepper” month {May or June) coordinated with JC Penney 
stores. More than 1,800 stores were involved in building displays and serving as 
redemption centers for consumers who won under-the-crown “Pepper” prizes 
of wearables, mugs or iron-on logo transfers. A key feature of “Re a Pepper” 
was a national sweepstakes in which 10 AMC Pepper-identified Jeeps were 
given away. More than 80% of Dr Pepper’s bottlers participated in “Re a 
Pepper” promotions making it the largest tie-in ever for Dr Pepper brands with 
cooperative retailers. J C Pe nne y a n d A M C J ee p dealer dis plays ere a ted 
the year’s most effective national distribution of Dr Pepper point of sale 
advertising. 

At the Summer Surge meeting, it was announced that Dr Pepper, the first 
major soft drink manufacturer to conduct research on the use of high fructose 
sweeteners (MFCS), had authorized HFCS-42 as a total sweetener for 
Dr Pepper. Approval of this high-quality, First generation substitute sweetener 
would give bottlers a choice of sweeteners and result in generally lower 
sweetener costs. 

Also introduced at Summer Surge were graphic modifications for 
Dr Pepper and Sugar Free Dr Pepper packages designed to take advantage of 
increased space for logos on 2-liter bottles and color brilliance characteristics of 
styrofoam on Plasti-Shield bottles. Fine tuning of logos and copy graphics on 
cans and other type bottle labels created bolder, bigger impressions. 

New designs were applied to vending machines and delivery trucks. 
PrevfousTTorizontal logos for vendor fronts were scrapped in favor of a 
diagonal design that would maximize the traditional vertical format of vending 
machines. A similar diagonal treatment for Dr Pepper and Sugar Free typeface 
logos was authorized for all vehicles. 

During the summer, several enterprising bottlers revived a dramatic 
activity, long-known in the industry as an effective merchandising promotion to 
gain consumer attention and move large case volumes; that of massive can 
displays. Dr Pepper bottlers in Oklahoma City; Fort Smith and Paragould, Ark, 
and Roanoke, Va. were among the many whose displays ranged in size from 
2,000 to 23,000 cases. Each was eager to establish the record for the world’s 
largest display of Dr Pepper, a distinction held at the end of 1981 by Roanoke 
Dr Pepper. 
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Eternally youthful scarecrow 
from The Wizard of Oz, Rav 
Bolger, continues a show 
business tradition for 
Dr Pepper TV commercials 
with his performance in a 
1982 spot, left. Sugar Free 
Dr Pepper TV spots reinforce 
the great taste of this f ast- 
growing diet soft drink. 


Bottlers returned to Dallas in October for Dr Pepper Company’s annual 
meeting and presentations of 1982 marketing and advertising programs. 
Reinforcement of the Pepper category provided the theme and new objectives 
focused on better brand positioning, customized local promotions (coupon and 
self-liquidating premiums), increased fountain and vending availability, retail 
trade selling programs, sampling, improved communication with bottlers, 
national promotions, and the most visible marketing aspect, advertising. 

“Be a Pepper” advertising has worked for Dr Pepper as well as any 
campaign has worked for any soft drink. Since its inception in 1977, “Be a 
Pepper” advertising has ranked among the top 10 commercials of all consumer 
products, according to the annual survey of advertising conducted by Video 
Storyboards, Inc. In 1981, Dr Pepper finished second in this survey ahead of 
every other soft drink and second only to Miller Lite beer. The survey question 
asked of 2,500 consumers simply is, “What is your favorite TV commercial?” 

1982 advertising continues to capitalize on this awareness and focuses on 
the great taste of Dr Pepper. The theme line is, “To Be a Pepper, all you have to 
do is taste.” Last October, new TV spots introduced new Peppers Scott Baio, 
who made his mark on the TV series Happy Days, and Ray Bolger, who has 
been dancing in the fast lane of show biz’s yellow brick road for nearly 50 years. 

Sugar Free Dr Pepper advertising was given a new theme line that stresses 
taste and challenges, “Oh, what a surprise...the taste is gonna open your eyes.” 
Radio advertising for Sugar Free Dr Pepper offers two mini-dramas and print 



Print advertising, left, in the 
nation’s leading women’s 
service magazines, features 
fashion sunglasses tie-in with 
Sugar Free Dr Pepper. Right, 
“Be a Pepper Millionaire” 
promotion was presented to 
bottlers last October. The 
national sweepstakes has a 
grand prize of one million 
dollars. 
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advertising will be featured in women’s service magazines that include 
Good Housekeeping , Glamour, iFamily Circle and Weight Watchers. Combined 
circulation for 1982 Sugar Free Dr Pepper, 4-color ads will be 36 million. 

Radio commercials for Dr Pepper feature two of the most popular groups, 
Alabama—“Group of the Year” in 1981, accorded by the Academy of Country 
Music—and Air Supply, Australia’s most recent contribution to the pop 
music scene. 

Dr Pepper lengthened its advertising reach in 1981 via the popular music 
route by sponsoring a number of TV specials that included the 16th Annual 
Academy of Country Music Awards (April), American Bandstands 30th Anniversary 
Show (October) and New Year’s Rockin ’ Eve. Radio special sponsorship included a 
Memorial Day weekend broadcast on ARC-FM, A Classic Rock Weekend and The 
Dick Clark National Mime Survey, a 13-week series from May to August over the 
Mutual Broadcasting System. 

Also announced last October were the five major national promotions 
highlighted by “Be a Pepper Millionaire” from mid-May through June. Top 
prize in this sweepstakes, believed to offer the largest single cash prize in soft 
drink promotion history, is one million dollars. The first promotion for 1982 
introduced in February was “Endless Summer,” a coupon sweepstakes with 
prizes of five winter trips for two to Caribbean resorts. Beginning in March 
with a heavy national print media schedule was “Test These Tastes,” a cents-off 
coupon promotion for Sugar Free Dr Pepper and sugar free Velamints that 
offered a mail-in, nylon sports/travel bag. 

Promotions following “Be a Pepper Millionaire” are “Be a Western 
Pepper” (July/August), a coupon-supported western wear sweepstakes offering 
$50,000 in prizes and “New York New Year’s Rockin’ Eve” (October/ 
November). Top prize for this year-end promotion is a trip for two to New York 
City to appear on the New Year’s Rockin’ Eve TV special hosted by Dick Clark. 
Winners also will receive $10,000 for a Big Apple shopping spree and a year’s 
supply of Dr Pepper. 

Dr Pepper and Sugar Free Dr Pepper are positioned to capitalize on 
excellent marketing programs implemented by an outstanding bottler network. 
Coupled with the industry’s best advertising, there is every reason to be 
optimistic about accelerated brand penetration and subsequent growth in 1982. 


Dr Pepper has grown from a 
regional soft drink brand to 
the number three selling 
product in America. 
Marketing programs are 
implemented by 475 licensed 
bottlers and eight subsidiary 
plants. Dr Pepper was 
formulated in Waco, Texas 
in 1885. 
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CANADA DRY YEAR IN REVIEW 


With continued emphasis on Club Soda, Ginger Ale and Tonic 

i Water brands, Canada Dry performance in the United States and 

r dry S Canada in 1981 was much improved over the previous year. 

—" J Domestic marketing strategy centered on strengthening 
leadership of the mixer line, extension of Canada Dry Club Soda and 
Canada Dry Ginger Ale in the non-mixer category and development of new 
advertising for Barrelhead Root Beer, the second best-selling root beer in 
the U.S. New packaging for Sugar Free Barrelhead Root Beer was created 
late last year and introduced in early 1982. 

A new advertising campaign for Ginger Ale stressed its special, crisp, 
sparkling taste and bolder package graphics were designed for Sugar Free 
Ginger Ale, New package graphics also were applied to Canada Dry’s flavor 
line and several flavors were reformulated to improve taste and color. In the 
international marketplace, Canada Dry products performed well. A second 
bottling plant in Lagos, Nigeria was opened and distribution began in 
Hiroshima, Japan and Tunisia. 

The heart of Canada Dry’s consumer marketing effort in 1981 focused 
on quality promotions advertised heavily in print media. Most featured 
generous price-off coupons and several tied-in with wearable premiums. 

Much of Canada Dry’s growth in recent years has come from increased 
consumption of Canada Dry Ginger Ale as a refreshing soft drink and Club 
Soda as a sparkling water and efforts in 1981 continued to promote and 
support mainline brands as America’s number one mixers. Canada Dry 
mixers are synonomous with entertaining and two major 1981 promotions 
were developed to further position Canada Dry beverages as part of the 
entertaining scene. 

the ENTERTAINERS— During April and May, Canada Dry built an 
exciting national promotion around a 176-page book written by Letitia 
Baldrige, nationally syndicated columnist, publisher of six books, social 
secretary to ambassadors, and a virtual one-woman advisory board to the 
White House. Her book, The Entertainers, contained recipes, menu planning 
and other tips on social entertaining. It included ideas from such well known 
entertainers as actress Tammy Grimes; opera soprano, Anna Moffo; fashion 


Left, Letitia Baldrige’s book, 
The Entertainers, was offered as 
a premium in one of Canada 
Dry’s successful national 
promotions in L981. Center, 
Canada Dr)' Sugar Free 
Ginger Ale sales last year were 
up 40%. Brand advertising 
for 1982 emphasizes taste. 
Right, America’s number one 
sparkling water, “has all the 
sophistication a Frenchman 
expects,” according to 1981 
advertising for Canada Dry 
Club Soda by Louis Jourdan. 
He will continue this year as 
spokesman for this growing 
brand. 
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A popular Canada Dry 
Ginger Ale promotion last 
year featured a mail-in, 

T-shirt offer and AMF bike 
sweepstakes, left. It has been 
modified for summer, 1982. 
Right, promotions for the 
holiday months of November- 
December were supported by 
network TV spots and Reader’s 
Digest ads. Combined ad 
efforts created more than 
660 million impressions. 


designer Halston; former U.N. Ambassador and congresswoman Clare 
Booth Luce; Ed McMahon of The Tonigh t Show Starring Johnny Carson and 
former Pittsburgh Steelers’ running back Rocky Bleier and his wife Aleta. 

The book was offered to Canada Dry consumers as a mail-in premium 
through point-of-sale materials and a 4-color newspaper insert. Additionally, 
“Tish” Baldrige promoted the book and Canada Dry on a nationwide tour. 
The promotion was an unqualified success, resulting in major volume and 
market share gains for Canada Dry. A follow-up promotion using the same 
entertainment theme is scheduled for May, 1982. 

holiday entertainers— The other major Canada Dry mixer promotion 
for 1981 featured Canada Dry mixers as an integral part of the November- 
Deceruber entertainment peak. In addition to national TV advertising on 
the three major networks, two back-to-back insertions in the nation’s largest- 
selling magazine, Reader’s Digest, helped generate consumer trial and repeat 
purchases for Canada Dry. In November, a 25£ Canada Dry coupon was 
included as part of a special Readers Digest “Holiday Entertaining’' section. 
Then, in the December issue, Canada Dry delivered its own, detachable 
8-page insert filled with holiday tips on entertaining, Canada Dry recipes 
and a $1 refund offer. The same booklet was used in-store as a free “Take 
One'' offer on Canada Dry displays. It provided a solid 1-2 marketing punch 
and, in conjunction with bottlers’ major feature and display activities, helped 
achieve increased mixer business during the most important sales time of 
the year. 
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TV advertising in 1981 
extended the messages of 
quality products and taste 
for Canada Dry Ginger Ale, 
mixers and Barrelhead 
Root Beer. 


ginger ale— Canada Dry Ginger Ale tied-in with the increased interest 
in bicycling with a promotion that featured a consumer mail-in offer for a 
special Canada Dry “Keep the Good Times Rolling” bike shirt. This 
consumer promotion was supplemented in selected markets with an in-store 
sweepstakes which enabled a store to offer a prize of an AMF 10-speed bike. 
Another bike-oriented Ginger Ale promotion is planned for summer, 1982. 

SUGAR FREE GINGER ALE— 1981 was a significant year for Canada Dry’s 
Sugar Free Ginger Ale. In addition to a new package design introduced 
early in the year, Sugar Free Ginger Ale received, for the first time, separate 
television and radio advertising support. As a result, Sugar Free Ginger Ale 
sales were up 40% in 1981. Additional support is planned for 1982 and we 
are confident that this brand will continue to show great growth as more 
and more consumers discover why our advertising says, “Drink It For 
The Taste.” 

CLUB SODA SPARKLING WATER— The successful repositioning of Canada 
Dry Club Soda as America’s number one sparkling water continued in 1981. 
As spokesman for the brand, French actor Louis Jourdan continued to 
advertise Canada Dry Club Soda on network and local television. These 
marketing programs will continue during 1982. 
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CANADA dry TONIC water— Canada Dry Tonic Water is the largest- 
selling brand of tonic in the United States. That leadership position was 
enhanced in 1981 by a tie-in promotion with Rums of Puerto Rico and 
Ronrico Rum. Outdoor and newspaper advertising encouraged the 
summer-oriented rum and tonic drink featuring Ronrico Rum and Canada 
Dry Tonic. In-store displays featured a massive Canada Dry beach umbrella 
which attracted consumer attention to the display and offered umbrellas 
as a consumer mail-in offer. 

BARRELHEAD ROOT BEER— Barrelhead Root Beer was supported last year 
by a consumer sweepstakes event in selected markets featuring “Free 
Groceries” as a prize in an in-store sweepstakes. Bottlers were successful in 
capturing trade and consumer interest in a promotion that offered a chance 
to offset costs of weekly food shopping. 

We anticipate good growth in all product lines in 1982, especially with 
our mainline mixers, Ginger Ale and Barrelhead Root Beer. Brand 
positioning for all products is better than ever and continued gooi ; 
consumer promotions will work to enhance our leadership in the categories 
that we dominate. 


Canada Dry Ginger Ale has 
been marketed in the U.S. 
since 1919 and today, 
approximately 180 licensed 
bottlers in the U.S. 
manufacture and distribute 
Canada Dry' products that 
include mixers and flavors. 
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WELCH'S YEAR IN REVIEW 



Major Welch’s promotions in 
1981 included “One-on-One” 
and “Alaskan Sweepstakes.” 
The latter was featured 
in 20,000 retail grocery 
store displays. 


Welch’s line of carbonated soft drinks has been marketed in the 
United States since 1974. In seven years, Welch’s growing 
network of licensed bottlers has expanded the brand’s presence to approximately 
80% of the U.S. population. In May, 1981, Dr Pepper Company and Welch 
Foods Inc. announced that an agreement in principle had been reached for 
Dr Pepper Company to acquire a license to manufacture and market Welch’s 
carbonated soft drinks in the U.S., Puerto Rico and the Virgin Islands. 

The definitive agreement was signed in August and on September 1, 

Dr Pepper Company’s newly-formed, wholly-owned subsidiary, Premier 
Beverages, Inc., began management of the manufacture and sale of Welch’s 
concentrates to bottlers. A marketing team was formed and after thorough 
research, Premier Beverages, Inc. created new marketing programs that were 
presented to Welch’s bottlers this past February (see page 27). 

Excellent growth for Welch’s was realized in 1981. It was an energetic and 
productive year for franchise development that included the Middle Atlantic 
States and Pennsylvania. Fifteen new territories were licensed and rapid 
penetration for Welch’s products was noted in the Washington, D.C./Baltimore 
and Florida markets. Late-year franchise growth introduced Welch’s in Dallas, 
Phoenix and Pittsburgh. 

The major growth package for Welch’s in 1981 was the 16 oz. 
non-returnable bottle. It produced good results in single service, cold bottle 
accounts, a principal retail business target for marketing Welch’s during 1982. 
Good progress also was noted in the vending segment where extensive effort 
was made to upgrade brand identification strips on vending machines and 
equipment dispensing Welch’s products. 


Dr Pepper Company 
President and Chief Operating 
Officer Charles L.Jarvie, left, 
and Terry C. Whitney, 
President of Welch Foods Inc., 
sign definitive agreement last 
August for Dr Pepper 
Company to market Welch’s 
carbonated soft drinks through 
its wholly-owned subsidiary, 
Premier Beverages, Inc. 
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One of Welch’s 1981 TV 
commercials for Grape Soda 
was Barn in which volunteers 
painted a barn and accented 
their work with a bright purple 
cluster of grapes. 



Growth in selected markets last year was supported by a limited but 
effective number of promotions that included “One-on-One” basketball 
competition and “Alaskan Sweepstakes” Coupled with product sampling, 
“One-on-One” proved to be a highly successful skills contest for pre-teen and 
teen-age boys and girls. The promotion was enhanced by appearances by 
college and professional basketball celebrities who awarded trophies to area 
winners and Olympic-style medals to local winners. 

“Alaskan Sweepstakes” was a national consumer promotion that offered 
a grand prize of an eight-day, Pacific Ocean cruise from British Columbia to 
Alaska. The late summer sweepstakes received excellent acceptance by the 
retail trade and generated 20,000 in-store displays featuring Kodi the Bear. 
Store shoppers were eligible to register for drawings that gave away display 
Kodis. The number of displays for “Alaskan Sweepstakes” doubled any 
previous year’s promotion by Welch’s. 

The future for Welch’s is bright and with new marketing programs, 
package gr aphics and advertising in place to better position its quality products, 
Welch’s will experience another dynamic growth year in 1982. 


More than 200 licensed 
bottlers manufacture, package 
and market Welch’s carbonated 
soft drinks to an estimated 80% 
of the U.S, population. 
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MARKETING PROFILE 



Since its origin in 1885, Dr Pepper has enjoyed a unique position as the leader 
in its flavor category. It is the most distinctive soft drink on the market and that 
unassailable fact is confirmed by every blind taste test. 

The Pe p per cate gory—third larges t beh i nd col a and lemon-lime—is 
expanding and over the past 10 years has outperformed the rate of growth of 
the largest category, cola. We believe the Pepper category will continue to grow 
at the rate of at least 3 to 5% per year through the 1980s. Since Dr Pepper 
accounts for 92% of sales in the Pepper soft drink category, we clearly view this 
as our charter for growth. 

We have assessed our position and potential in the marketplace and 
fashioned excellent marketing programs based on the strength of category 
leadership. Our fundamental objectives are simple: to increase trial and re-trial 
of Dr Pepper and Sugar Free Dr Pepper among occasional users and increase 
consumption among identifiable core users. To achieve them, we are 
continuing to communicate our message via the most positive advertising 
campaign in Company history, “Be a Pepper.” 

Advertising is the most visible element in our marketing mix and 
through the evolution of “Be a Pepper” since 1977, Dr Pepper has built 
consumer awareness and recall levels equal to some of the most heavily 
advertised products in America, and we’ve done it on a much smaller budget. 

For 1982, we are keeping the campaign for brand Dr Pepper fresh and 
directed to the 13 to 30 year-old set. Although this age group is shrinking 
slightly as a percent of the total U.S. population, it continues to consume more 
soft drinks than any other group. Those in this group are brand loyal and form 
lifelo ng co nsum ption habi ts. 

As America matures demographically, older age groups and increasing 
numbers of diet-conscious consumers are drinking more diet soft drinks. Sugar 
Free Dr Pepper is well-positioned in 1982 to take advantage of this growing 
market. Sugar Free Dr Pepper s share of the diet category is growing and 
larger—approximately double—than the share of Dr Pepper in the 
regular category 

To ensure accomplishment of marketing goals, we have organized into 
a brand management system and strengthened management of marketing 
research, promotion and merchandising services departments. An extensive 
chain store merchandising effort was begun in 1981 and recently, we initiated a 
fountain/food service sales program for large food service chain operations. 

The quality of our contact program with more than 475 licensed bottlers 
has been upgraded and bottler assistance efforts are being improved to include 
implementation of flexible point of sale promotions, expanded local 
promotions and co-op advertising, comprehensive sales incentive plans, a 
grocery chain selling program designed to generate more in-store support for 
our brands and an improved vendor placement program. 

These, along with improved programs for the cold bottle vending 
segment and establishment of a food service sales operation to sell to 
restaurants, are progressive steps toward more effective consumer marketing 
for 1982 and beyond. 
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SALES PROFILE 

The Pepper category in the last decade grew from 4 to 8% of soft drink sales. 
Since 1975, soft drink growth has been 32% while in the same period, 

Dr Pepper enjoyed 60% growth. This excellent record results from quality 
marketing, extraordinary advertising and an excellent network of bottlers. But 
the primary ingredient in the story of success is the product itself ; taste is the 
biggest strength of Dr Pepper. 

Taste alone makes Dr Pepper and Sugar Free Dr Pepper preferred soft 
drinks. When these brands receive attention and availability comparable to 
competition, rates of purchase and consumption consistently exceed their 
market shares. 

Intensifying that focus of attention and increasing availabilities for our 
brands comprise a two-fold objective of our sales function. We work hard with 
our bottlers and single drink trade for availability and when we get it, 

Dr Pepper and Sugar Free Dr Pepper grow. 

The Dr Pepper sales organization operates in an extremely complex 
environment ; one sensitive to the needs and objectives of approximately 475 
individual licensed bottling plants that range in size from small businesses to 
multi-million dollar conglomerates. 

Our Company manufactures concentrates and sells to licensed bottlers 
who produce, package and sell to many types of retail trade accounts. This 
business condition establishes an intricate participatory partnership 
unparalleled by any industry. To operate an effective sales organization, we 
must be able to express the values of Dr Pepper and Sugar Free Dr Pepper 
and provide ideas and programs that will increase bottler profitability with 
our brands. 

We believe strongly in this partnership principle and are committed to 
developing and sustaining a responsive, professional sales organization. Since 
coming to Dr Pepper nearly a year ago, my responsibility has been to recruit, 
motivate and train a sales force that is second to none in the soft drink industry. 

With the infusion of highly-qualified personnel, we are approaching 
our desired level of professionalism and know that bottlers and retail trade 
management respond favorably to intelligence and integrity projected by 
quality sales people. We are aiming for high growth in concentrate sales 
without a proportional high gr owth in personnel, therefore everyone’s basic 
job is selling. 

For 1982, we are targeting to become more representative in cold drink 
and vending accounts. We also are working to strengthen availabilities in 
fountain and food service segments and improve our brands’ positions at the 
point of sale. The latter business segment is manifested chiefly in grocery 
accounts—both chain and convenience stores—where we have developed 
programs with our bottlers to improve in-store support through advertised 
features and displays. 


- j 
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CORPORATE PLANTS PROFILE 


n 



Dr Pepper bottling operations are an important part of our corporate business. 
We have plants in Dallas/Fort Worth, Houston, San Antonio, Corpus Christi 
and Waco, Texas; Los Angeles; Pensacola, Fla.; Mobile, Ala. and Albuquerque, 
N.M. These plants contribute about 60% of corporate sales revenues and 
sendee about 8% of the U.S. population in some of the fastest-growing 
metropolitan areas in the southern United States. 

A strong corporate plants group allows Dr Pepper to strengthen its 
overall position in the soft drink business. We have expanded our role as a 
corporate bottler for several reasons. By acquiring bottling plants in selected 
locations, we can strategically position brand Dr Pepper in markets of the 
country that we have identified as key areas for growth, profit and brand 
exposure. That is one of our basic missions in corporate plants. Our plants are 
located in emerging trade centers. When Dr Pepper has a corporate plant in a 
trade center, we help our neighboring bottlers achieve adequate promotional 
activity through sales calls on food stores and restaurant chain headquarters 
offices located in our plant cities. 

Dr Pepper’s strength then ripples beyond our franchise boundaries to a 
much wider marketing area encompassing many other Dr Pepper bottlers. 
That is the first reason for expanding our role. The second reason is that our 
corporate plants market Dr Pepper as a primary' brand, not as a secondary 
brand. It is what we call “mother” brand, the brand that pays the bills. The 
third reason is that our corporate plant sales force has the commitment to 
target Dr Pepper for dominance in the cold drink market. This includes 
vending machines, convenience stores and fast food accounts that increase 
Dr Pepper’s availability and presence in these important markets. Where 
Dr Pepper is given an equal chance in the cold drink segment of the market, it 
can and does perform in a superior manner. 

While expanding our geographical reach considerably throughout the 
South and Southwest in 1980 and 1981, we continued to upgrade plant facilities 
and consolidate production. We invested $12.4 million in this area in 1981 and 
plan to invest an additional $17.3 million in 1982. Some of this investment goes 
into very' visible areas, such as the truck fleet, which we have recently improved 
in all of our plants. Some goes into the more nuts and bolts areas of upgraded 
production facilities and other efficiency type investments. 

Last year marked the completion of our Houston plant, a $20 million 
complex representing our largest capital investment in 1980 and 1981. The 
new plant is 242,000 square feet on a 21.5 acre site near the Astrodome and 
symbolizes our determination to cash in on the vast potential of the vibrant 
Houston market. 

Our corporate bottling program is staffed with top-notch management 
and will add significantly to the Company and to our profitability, marketing 
flexibility and brand growth in these strategic marketing areas of the United 
States. We are committed to having the best bottling operations in the industry 
and are w r ell on the way. 
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CANADA DRY PROFILE 


Canada Dry is really three businesses; the United States, Canada and 
International. Our mix of dollar sales is roughly 38% in the U.S., 43% in 
Canada and about 19% from International. On an operating profit basis, it 
roughly breaks down into a third for each. 1981 was an excellent year and we 
are off to a good start in 1982. Sales are strong in all mainline mixer categories. 

In the U.S,, ours has historically been a mixer company with soft drink 
interests. However, in recent years we have been very successful in extending 
our ginger ale and club soda products into the more rapidly expanding soft 
drink and sparkling water categories. Thus, while two-thirds of U.S. sales are 
derived from ginger ale, club soda and tonic water, a considerable portion of 
this volume is being consumed outside the traditional mixer usage. 

These mainline products continue to be Canada Dry’s strength in the 
U.S. and we command shares that exceed 30% in each of these categories. We 
are the leader in ginger ale, club soda and tonic water. Over the last two years 
we have made considerable progress in strengthening our leadership position 
in each of these categories with flanker brands Sugar Free Ginger Ale, Diet 
Tonic, and a salt free sparkling w ater. We acquired two other product lines 
in the past two years, the NoCal line of diet and mixer products and Cott 
Corporation, a strong regional brand with both mixers and flavors. 

The marketing emphasis for Canada Dry in the U.S. and Canada 
focuses on Ginger Ale, Club Soda and Tonic Water. Ginger Ale is becoming 
a major soft drmk. Club Soda has been aggressively extended as a sparkling 
water and our spokesman, Louis Jourdan, has created an image which is a 
match for our Continental competitor. Our product sells at a price substantially 
lower than competition, 

Tonic Water is a brand that will continue to grow as consumers move to 
lighter, white liquors. We will promote this product in our stronghold markets. 
Overall, we’ve placed primary emphasis on recent advertising against our 
shield. That is the heart of this business—whether we’re selling in the U.S. or 
Nigeria—the shield, the basic Canada Dry trademark, with the association of 
clean and crystal clear water, is the starting point for quality soft drinks. 

In the U.S., Barrelhead is the second leading brand of root beer and in 
distribution in approximately 50% of the U.S. It is the leading root beer in 
markets where we have regional strength. Rounding out the product line-up 
are two flavor gems, Wink and Tahitian Treat. 

We have U.S. bottling operations in Boston and Portland, Maine. In 
Canada, we have a network of 34 licensees and company-owned plants in 
Toronto and Edmonton. Our position in the ginger ale category exceeds 60% 
and we dominate the mixer category. We also have the number two orange, 
C-Plns, and its share is growing. 

Canada Dry has been overseas since the early 1930s and 60% of our 
international business is in flavors. We operate in 91 countries (see map on page 
5) and expect to continue to grow VA to 2 times the rate of growth of world soft 
drink consumption. This wall be done with a combination of new market 
introductions and further development of existing bottlers. We are extremely 
strong in the Middle East and do well in the Far East and Latin America, The ■ 
U.S,, Mexico, Egypt and Japan are key markets for Canada Dry and represent 
30% of our international volume. 
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ichard Q, Armstrong 
served four years as the 
President of Canada Dry’s 
1 n lernational Division and 
was appointed to his 
present position of 
President and CEO 
in 1979. 


Richard Q. Armstrong 
JPmideni and Chief 
Exrtutiv* Officer 
Canada Dry 
















20-year veteran of 
Dr Pepper Company’s sales 
and franchise management, 
Donald L. An tie heads the 
management team of Premier 
Beverages, Inc., marketing 
subsidiary for Welch’s 
carbonated soft drinks. 


Donald JL Antic 

Vice President & General Manager 
Premier Beverages, Inc. 


















PREMIER BEVERAGES, INC. PROFILE 

The quality of products imparted by the name Welch’s was the genesis for our 
subsidiary Premier Beverages, Inc. This wholly-owned subsidiary of Dr Pepper 
Company began manufacturing and marketing Welch’s carbonated soft drinks 
on September 1,1981. 

For more than 100 years, Welch’s has been firmly established as the 
premier brand name among fruit-flavored products. That strong, positive 
name carried into the soft drink industry where it has been synonymous with 
quality carbonated beverages since Welch’s Grape Soda was introduced in 1974. 

In that short time, Welch’s Grape Soda has expanded availability to 
about 80% of the U.S. There is no brand that approaches Welch’s share of the 
grape soft drink market. In many parts of the country, Welch’s Strawberry Soda 
has paralleled the success of Grape Soda. These inherent brand strengths and a 
strong bottler organization were the major factors that weighed in favor of the 
acquisition of the Welch’s carbonated soft drink line that includes orange 
and apple. 

Welch’s nationally represents approximately 2% of the soft drink 
market, but in certain areas, its market share commands 10 to 12%. Some soft 
drink categories are concentrated regionally. Flavored soft drinks are not. The 
industry is dominated by cola brands (approximately 60% of the market) and 
the flavor business is perceived and measured generally by brand. But 
collectively, flavors constitute one of the largest categories in the food and 
beverage industries. This single segment approach has formed the basis of 
our new Welch’s marketing strategy. 

Welch’s is targeted to the youth market, ages 12-18, and we will develop 
our business in this age group. We will further concentrate our efforts in two 
large and growing ethnic segments: blacks and Hispanics. Among blacks, grape 
soft drink development is almost three times that of whites and strawberry soft 
drink development is more than 3 % times greater. 

In these age and ethnic segments, grape and strawberry strengths 
exceed cola, Pepper-type and lemon-lime flavors. Since more than 60% of 
strawberry and grape soft drinks are consumed away from home, we will 
emphasize development of cold bottle marketing programs for convenience 
stores and vending. 

At a series of meetings with Welch’s bottlers this past February, 
management of Premier Beverages, Inc. revealed new package graphics (cover 
and facing page) that preserve the heritage of the 112 year-old brand name. 

To reach our audience via advertising, we will “narrowcast” the Welch’s 
message primarily on radio between May and August. Some TV will follow 
where bottler budgets allow. Soon, consumers will be hearing and seeing 
advertising that proclaims how “Welch’s Squelches That Thirst!” 

1982 will be a benchmark year for development of Welch’s carbonated 
soft drinks and Premier Beverages, Inc. is working closely with its 
approximately 200 bottlers (see map on page 17) to convert opportunities 
to profit. 
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FINANCIAL PROFILE 


In 1981, Dr Pepper Company achieved its 24th consecutive year of revenues 
and earnings growth. Revenues increased 9.2% from 1980 while net earnings 
increased 10.8%. 

In July, 1981, the Board of Directors declared a 10 per share increase 
in the quarterly dividend bringing the current quarterly rate to 200 per share. 
1981 was the 20th consecutive year that Dr Pepper has increased its dividend 
and the 52nd year of continuous dividend payments. 

Capital expenditures in 1981 were $23 million versus $24.8 million in 
1980. The biggest portion of the capital expenditures in 1981 was for our 
bottling plants, with almost 40% devoted to completing and equipping the 
Houston bottling and canning facility after spending $15.4 million in Houston 
through 1980. 

In 1981, bottling plants grew to 56% of revenues and almost one third 
of net earnings. These plants have been prime contributors to our growth over 
the past several years. Just five years ago, at the end of 1976, bottling plants 
contributed 23% of revenues and 15% of net profits. The fact that we have 
been able to acquire five bottling plants for cash in the last three years, while 
averaging over $21 million per year in capital expenditures and a payout of 
over 55% of our current year’s earnings in cash dividends, is strong testimony 
to the cash-generating ability of our business. The high returns we have been 
achieving in our basic business were significant as we considered for 
shareholders the best way possible to acquire the Canada Dry business. 

Dr Pepper Company bought the Canada Dry business from Norton 
Simon Inc. on February 2,1982 for a purchase price of $143 million. In 
addition, we obtained a non-competition agreement for five years from Norton 
Simon Inc. for $10 million and a technical assistance agreement for two years 
for $2 million. The purchase price was paid from two sources of financing. 

The cash portion of the Canada Dry purchase came from a consortium 
of five banks with whom we have arranged a $120 million line of credit for 
10-year debt, three years under revolver and seven years under term. The 
interest rate on this debt will float based upon cost of funds in the money 
markets. In addition, the seller provided $50 million worth of subordinated 
financing through seven-year notes. The interest rate on this debt is 3%% 
under prime with a floor of 14% and a ceiling of 20%. 

Although the acquisition of Canada Dry will restrict earnings growth 
for a short period of time, the overall results should be an improved rate of 
earnings growth and a continued high or perhaps even higher return on 
stockholders’ equity. During this period of integration of the Canada Dry 
business, it is our intention to improve the capital structure, moving towards a 
solid “A” credit rating for long-term obligations, should we decide to issue such 
debt. The Company also plans to continue its consecutive record of increasing 
dividends annually. 

In summary, 1981 was a good year financially, highlighted by strong 
gains from existing bottling plants and the acquisition of Canada Dry. Our 
Company is well-positioned to resume its upward moriientum for the 1980s. 
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r Pepper Company 
has long enjoyed a strong 
record of sound financial 
management For 10 years, 
Alvin H. Lane has served as 
the firm’s top financial officer 


Alvin H. Lane 
Senior Vice President- 
Fin iince and Secretary 





NINE-YEAR SUMMARY OF OPERATIONS 

Years Ended December 31,1973 through 1981 

(in thousands except as noted and for per- share amounts) 



1981 

1980 

1979 

Operat ing Results: 

Net sales 

$363,966 

333,165 

291,762 

Cost of sales 

177,426 

170,842 

152,033 

Gross profit 

186,540 

162,323 

139,729 

as a % of net sales 

51,3% 

48.7% 

47.9% 

Administrative, marketing and 
general expenses 

135,652 

114,753 

97,821 

Operating profit 

50,888 

47,570 

41,908 

Other income, net 

1,364 

2,053 

1,403 

Earnings from continuing operations 
before income taxes 

52,252 

49,623 

43,311 

as a % of net sales 

14,4% 

14.9% 

14.8% 

Income taxes 

22,854 

23,080 

19,702 

Effective tax rate 

43,7% 

46.5% 

45.5% 

Earnings from continuing operations 

29,398 

26,543 

23,609 

Earnings from discontinued operations, 
net of applicable income taxes 

__ 

_ 


Net earnings 

29,398 

26,543 

23,609 

as a % of net sales 

8.1% 

8.0% 

8.1% 

Balance Sheet Data: 

Current assets 

$ 63,679 

59,826 

55,942 

Current liabilities 

29,378 

29,987 

20,834 

Working capital 

34,301 

29,839 

35,108 

V Current ratio 

2.2:1 

2,0:1 

2.7:1 

Property, plant and equipment, net 

84,454 

72,950 

57,180 

Additions to property, plant and 
equipment 

22,994 

24,757 

15,840 

Other assets 

17,500 

14,880 

11,108 

Total assets 

165,633 

147,656 

124,230 

Capitalization; 

Notes payable (including short-term 
portion) 

10,723 

8,993 

949 

Deferred taxes and credits 

6,356 

5,661 

4,757 

Stockholders’ equity 

123,682 

109,928 

97,914 

Total invested capital 

140,761 

124,582 

103,620 

Return on average stockholders’ equity 

25.2% 

25,5% 

25.4% 

Return on average invested capital 

22.4% 

23.5% 

24.2% 

Per Share of Common Stock Data: 

Earnings from continuing operations 

$ 1.45 

1.31 

1.17 

Earnings from discontinued operations 

— 

— 

— 

Net earnings 

1.45 

1.31 

1.17 

Dividends paid 

.78 

.72 

.67 

Book value 

6.11 

5.44 

4.85 

Weighted average shares outstanding 

20,235 

20,210 

20,206 

Number of employees 

2,600 

2,300 

2,100 


NOTE; 1976 and prior years have been restated to reflect the merger with Dr Pepper Bottling Company of Southern California 
(DPSC) on February 25, 1977. DPSC Financial information for 1972 and prior years is not available. 
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1978 

1977 

1976 

1975 

1974 

1973 

271,008 

226,750 

187,216 

171,862 

155,532 

118,716 

141,093 

119,910 

95,642 

97,231 

92,758 

62,808 

129,915 

106,840 

91,574 

74,631 

62,774 

55,908 

47.9% 

47.1% 

48.9% 

43.4%. 

40.4% 

47.1% 

88,969 

69,665 

59,711 

49,051 

45,417 

38,072 

40,946 

37,175 

31,863 

25,580 

17,357 

17,836 

1,464 

1,329 

1,563 

(388) 

677 

1152 

42,410 

38,504 

33,426 

25,192 

18,034 

18,988 

15.6% 

17.0% 

17.9% 

14.7% 

11.6% 

16.0% 

18,845 

18.182 

15,834 

12,307 

8,355 

8,875 

44.4% 

47.2% 

47.4% 

48.8% 

46,3% 

46,7% 

23,565 

20,322 

17,592 

12,885 

9,679 

10,113 

— 

— 

193 

(1,950) 

(337) 

238 

23,565 

20,322 

17,785 

10,935 

9,342 

10,351 

8.7% 

9.0% 

9.5% 

6.4% 

6.0% 

8.7% 

47,892 

50,032 

59,361 

44,354 

32,340 

40,202 

16,353 

16,614 

22,536 

17,332 

15,945 

11,227 

31,539 

33,418 

36,825 

27,022 

16,395 

28,975 

2.9:1 

3.0:1 

2.6:1 

2.6:1 

2.0:1 

3.6:1 

49,479 

35,481 

21,839 

17,856 

22,012 

17,661 

20,604 

18,093 

6,644 

2,319 

7,103 

5,688 

10,763 

10,819 

12,164 

13,087 

14,909 

7,260 

108,134 

96,332 

93,364 

75,297 

69,261 

65,123 


539 

856 

10,902 

— 

— 

— 

3,572 

2,480 

1,186 

250 

246 

245 

87,839 

76,587 

66,333 

56,159 

51,205 

46,597 

91,950 

79,923 

78,421 

56,409 

51,451 

46,842 

28.7% 

28.4% 

29.0% 

20.4% 

19.1% 

26.5% 

27.5% 

25.9% 

25.4% 

20.3% 

19.0% 

26.3% 

1.17 

1.01 

.87 

.64 

.48 

.51 

— 

— 

.01 

(-09) 

(-01) 

.01 

1.17 

1.01 

.88 

.55 

.47 

.52 

.61 

.53 

.40 

.31% 

.28 

.22% 

4.35 

3.79 

3.31 

2.81 

2.56 

2.34 

20,212 

20,193 

20,020 

20,015 

20,007 

19,970 

2,1-00 

1,800 

1,700 

1,093 

1,122 

1,035 
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MANAGEMENT’S DISCUSSION AND ANALYSIS 
OF FINANCIAL CONDITION AND RESULTS 
OF OPERATIONS 

NET SALES 

Net sales increased 9.2%' in 1981 to $363,966,000. 
These record sales resulted from higher unit prices 
charged for the Company’s products as well as changes 
in the overall product sales mix. 1981 unit sales for 
Dr Pepper Company and subsidiaries were unchanged 
from 1980. 

The Company instituted several price increases 
in 1981 to offset higher operating costs. The price of 
Dr Pepper concentrate was increased 9.9% in Novem¬ 
ber, 1981 and Sugar Free Dr Pepper concentrate was 
increased 12% in September. In addition to these, the 
Dr Pepper Company Can Division and each of the 
corporate-owned bottling companies raised prices 
during the year. As a result of a significant decline in 
sweetener costs, the Company reduced the prices for 
fountain syrups in 1981. Dr Pepper fountain syrup 
prices were reduced 6.3%' in February, 3.2%' in May 
and 3% in June. The price of Sugar Free Dr Pepper 
fountain syrup was reduced approximately 2.7% 
in May. 

Sales for the corporate-owned bottling companies 
were a major factor in the 1981 sales increase. Net sales 
for these entities increased 22.7% in 1981 compared to 
1980’s increase of 25.8% and I979’s increase of 13.2%. 
The corporate holding companies’ percentage of 
contribution to net sales (before elimination of inter¬ 
company sales) increased in 1981 to 54.6% from 48.8% 
in 1980 and 43.7% in 1979. 

Case sales for the corporate-owned bottling 
companies were up approximately 4% in 1981,4% in 
1980 and 5% in 1979 for comparable franchise terri¬ 
tories. This comparison does not include case sales for 
Dr Pepper Bottling Company of Corpus Christi, Texas, 
purchased in August, 1980; Gulf Coast Dr Pepper 
Bottlers, Inc. of Pensacola, Fla., purchased in April, 


1981 or Dr Pepper Bottling Company of Albuquerque, 
N.M., purchased in October, 1981. Including all case 
sales increases 198l’s percentage to 13% and 1980’s 
to 6%. 

Sugar Free Dr Pepper’s percentage of total 
concentrate and fountain syrup gallonage sales rose to 
19.1% in 1981. This compares to 17.3% in 1980 and 
16.3% in 1979. Total fountain sales were 22.7% of total 
gallonage sales in 1981, up slightly from 22,6% in 1980. 
In 1979, fountain volume represented 23.0% of total 
gallonage sales. 

Net sales increased 14.2%' in 1980 and 7.7% in 
1979. Increases in unit sales for syrups and concentrates 
of 4% in 1980 and 1% in 1979, as well as increases in 
selling prices, contributed to these sales gains. Other 
major factors contributing to these sales increases are 
the volume and selling price increases of the corporate 
bottling plants. 

COST OF SALES 

Cost of sales increased 3,9% in 1981 compared to 12.4% 
in 1980 and 7.7% in 1979, As a percentage of net sales, 
cost of sales decreased from 51.3% in 1980 to 48.7% in 
1981. The resultant increase in gross profit for 1981 
reflects relatively stable or lower costs for key ingredi¬ 
ents and materials as well as changes in product sales 
mix. Some examples of stable or lower materials and 
ingredients costs, comparing December, 1981 to 
December, 1980, are: high fructose sweetener, down 
38.5%; PET bottles, down 8%; can bodies, up .1% and 
10-ounce non-returnable glass, down 2.1%. 

Dr Pepper Company Can Division sales, which are 
high-volume, low-profit sales, declined 16% in 1981. 
Declining sales for this division are a direct, result of 
bottlers installing their own production lines and 
increased competition from non-returnable glass 
containers. 
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The rapid increase in prices for ingredients and 
materials in 1979 and 1980 resulted in a change in 
inventory accounting methods by the Company for 
substantially all of its domestic inventories. The 
Company switched from the FIFO (first-in, first-out) 
inventory accounting method to the LIFO (last-in, 
first-out) method, which, management believes, 
achieves a better matching of current costs and current 
revenues. Cost of sales were $353,000 and $1,280,000, 
higher in 1981 and 1980, respectively, due to the change 
in inventor)' methods. 

ADMINISTRATIVE, MARKETING AND GENERAL 
In 1981, administrative, marketing and general 
expenses increased $20,899,000. This 18,2% increase is 
slightly higher than the 17.3% in 1980 and is well above 
the 10% increase in 1979. These expenses continue to 
increase as a percent of net sales from the 1979 level of 
33.5% to 34.4%. in 1980 and 37.3% in 1981, In 1981, as 
well as 1980, administrative, marketing and general 
expenses have increased to meet the needs and support 
the continuing growth of the Company which included 
the acquisition of two bottling subsidiaries in 1981 and 
one in 1980 as well as the Welch’s carbonated soft drink 
business in 1981. Marketing and sales costs and 
employee wages and benefits continue to be the key 
areas contributing to the increase in these costs. 

OTHER INCOME 

Other income decreased from $24 million in 1980 to 
$1.4 million in 1981. This decrease resulted primarily 
from a drop in investment earnings from $2 million in 
1980 to $1.6 million in 1981 and the recognition in 1980 
of a gain from the sale of certain sugar contracts and 
revenue from funds received in settlement of claims for 
ingredients and materials based upon purchases made 
in prior years. As a percent of net sales, other income 
was .4%, .6% and .5% for 1981, 1980 and 1979, 
respectively. 

Included in other income in 1979 was a gain 
recognized on an insurance claim settlement in which 
the proceeds received to replace assets destroyed by fire 
exceeded their net depreciated basis. Other income was 
$1.5 million in 1979, 


TAXES 

The effective tax rate in 1981 was 43.7% compared to 
46.5%. in 1980 and 45.5% in 1979. The completion of 
the Houston bottling facility, other current year capital 
expenditures and changes in the tax laws resulted in 
investment tax credits of $2,281,000 in 1981. These 
credits reduced the effective tax rate to 43.7% in 
1981 which is substantially below the 46% federal 
statutory rate. 

Both 1980 and 1979 rates approximated the 
statutory rate of 46% with 1980’s rate being slightly 
higher due primarily to an increase in the provision for 
state income taxes. Investment tax credits available to 
the Company were $881,000 and $867,000 in 1980 
and 1979. 

NET EARNINGS 

Net earnings for 1981 were $29,398,000, up 10.8% over 
1980’s results. Earnings per share were $1.45 compared 
to $1.31 in 1980 and $1.17 in 1979, The Company 
changed to the LIFO inventory accounting method 
effective January 1, 1980. Had LIFO not been adopted, 
earnings per share would have been $1.46 and $1.35 
for 1981 and 1980, respectively. Earnings for 1979 and 
prior years are presented in accordance with generally 
accepted accounting principles and these reflect the use 
of the FIFO inventory accounting method which was in 
effect for those years. 

WORKING CAPITAL 

In 1981, working capital increased .$4,462,000 to 
$34,301,000, a 15% increase over 1980. The increase 
in current assets of $3,853,000 results primarily from 
the Company’s 1981 acquisitions and the opening of 
the new Houston bottling and canning facility. The 
Company purchased the assets and businesses of 7UP 
Bottling Company of West Florida and 7UP/R.C 
Bottling of Mobile (Gulf Coast Dr Pepper Bottlers, Inc.) 
and Soft Drinks, Inc. (Dr Pepper Bottling Company of 
Albuquerque). The business and assets related to 
Welch’s carbonated soft drinks, Premier Beverages, Inc., 
in the LI.S. were also acquired in 1981. 


NET EARNINGS 
(m iliums of dollars) 



WORKING CAPITAL 
(millions of dollars) 
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Current liabilities decreased $609,000 in 1981, a 
2% decline from 1980. The increase in accounts payable 
and accrued expenses of $3,985,000 results from the 
increasing size and complexity of Company operations, 
which include three new subsidiary companies pur¬ 
chased in 1981. The increase in payables and accrued 
expenses is offset by decreases of $2,407,000 in notes 
payable and $2,187,000 in federal and state income 
taxes. Notes payable reflect the payment during 1981 of 
a $4,400,000 note from the purchase of the Dr Pepper 
Bottling Company of Corpus Christ! and the increase 
in debt related to current year acquisitions. The federal 
and state income tax liability decreased $2,187,000, 
and results from the method used to pay estimated 
taxes. In 1981, the estimate paid was based on 1980’s 
actual taxes paid as allowed by the IRS. The decrease 
in 1981 results primarily from the increase in invest¬ 
ment tax credits related to the completion in 1981 of the 
Houston, Texas facility. 

Other than operations, which includes depreci¬ 
ation and amortization of $11,939,000, the major source 
of working capital in 1981 was the increase in long-term 
notes payable used to finance new acquisitions. Of 
total working capital generated, $15,772,000 was used 
to pay dividends, $22,994,000 for fixed asset additions 
and $3,562,000 for franchise, goodwill and other costs 
related to 1981 acquisitions. 

CAPITAL EXPENDITURES 

Net property, plant and equipment additions totaled 
$22,994,000 in 1981. Approximately $9,000,000 
represents costs related to the new production and 
distribution facility for Dr Pepper Botding Company of 
Houston, Inc. bringing the total cost of the facility to 
approximately $20,000,000. Current year acquisitions 
of Gulf Coast Dr Pepper Bottlers, Inc., Dr Pepper 
Bottling Company of Albuquerque and Premier 
Beverages, Inc. increased net property, plant and 
equipment $4,500,000 with the remaining $9,500,000 
being normal additions to or replacements of existing 
property, plant and equipment. 


Capital expenditures were financed by cash flow 
generated from internal sources and $5,604,000 of 
notes payable related to the acquisition of Gulf Coast 
Dr Pepper Bottlers, Inc. and Dr Pepper Bottling Corn- 
pan y of Albuquerq ue. I n December, 1981, the Company 
obtained a $120,000,000 loan commitment from several 
banks for the purchase of the Canada Dry business and 
other corporate purposes. On February 2, 1982, the 
Company completed the acquisition of Canada Dry. 
Reference is made to note 11 of Notes to Consoldmted 
Financial Statem.ents. 

STOCKHOLDERS’ EQUITY 

For the year, stockholders’ equity increased 12.5% to 
$123,682,000 versus $109,928,000 for 1980. Book value 
per share in 1981 is $6.11 compared to $5.44 in 1980, a 
12.3% increase. 

Return on average stockholders’ equity decreased 
slightly for the year to 25.2% from the 25.5% level for 
1980. The weighied average return on equity for the 
five-year period ending in 1981 was 26.4%. These 
returns continue to reflect some of the best results in 
the beverage industry' as well as all industrial companies, 
A comparison to other companies can be made by 
reviewing FORBES magazine’s “34th Annual Report on 
American Industry''” (January 4, 1982). In that issue, the 
management performance of 1,023 companies with net 
sales of at least $400,000,000 was measured. The aver¬ 
age return on equity for companies in the “beverage” 
category and for all 1,023 companies during the latest 
12-month reporting period was 18.9% and 14.7%, 
respectively. The five-year average for the “beverage” 
category was 14.7% and 15.5% for all companies. 

Dr Pepper Company’s average return on equity for 
1981 and its five-year weighted average return would 
have placed it second in the “beverage” category and 
first among the listed soft drink companies. 



RETURN ON AVG. STOCKHOLDERS’ EQUITY 
(percent) 
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Return on average invested capital for 1981 was 
22.4%. In 1980, the return was 23.5%. This decrease 
reflects the debt incurred with the purchase of Gulf 
Coast Dr Pepper Bottling Company, Inc. and Dr Pepper 
Bottling Company of Albuquerque. The weighted 
five-year average return on invested capital was 24.4%. 
Again, using the January 4, .1982 issue of FORBES 
as a basis for comparison, these returns established 
Dr Pepper Company as one of the top companies in 
profitability. The return for the Company in 1981 would 
rank second in the “beverage" category and first when 
compared to soft drink companies reported. The 
Company’s five-year weighted average return would 
have placed it first for all beverage companies included 
in FORBES’ analysis. The magazine reported that the 
average return on capital from all industrial companies 
during the latest 12-month reporting period was 10.9% 
and 11.1% for the five-year average. 

The average invested capital consists of averaging 
the current and prior year-end balances for stock¬ 
holders’ equity, deferred taxes and credits and notes 
payable, including the current portion. Earnings used is 
the sum of net earnings and aftertax interest paid on 
notes payable during the year of measurement. 

In 1981, Dr Pepper Company was ranked 598th 
by FORTUNE magazine among the 1,000 largest U.S, 
industrial corporations. This ranking compares to the 
611th position reported in 1980. The Company ranked 
79th on return on stockholders’ equity and second in 
this category for companies surveyed in the beverage 
industry. 

LIQUIDITY 

In 1981, the Company financed most of its growth from 
cash flow generated internally. Total property, plant 
and equipment additions in 1981 were $22,924,000 of 
which approximate 1 y $17,300,000 was financed through 
internally generated cash flow with the remaining 
$5,600,000 being financed through long-term notes 
payable. 


In December, 1981, the Company obtained a 
$120,000,000 loan commitment from several banks for 
acquiring Canada Dry' and other corporate purposes. In 
February, 1982, the Company borrowed $105,000,000 
under this loan commitment (see note 11 of Notes to 
Consolidated Financial Statements) - The Company expects 
to fund its remaining cash requirements from 
operations for the remainder of 1982. 

COMMENTS ON THE EFFECT OF INFLATION 
Inflation continued to adversely affect the operations 
of the Company in 1981. Although the price of some 
ingredients declined in 1981, notably sweetener which 
enabled the Company to reduce the price of its fountain 
syrups, most ingredients and materials costs continued 
their upward spiral. The Company continued to search 
for ways to cut costs and improve productivity through 
its formalized methods improvement program. Such 
measures, however, were not sufficient to enable the 
Company to maintain its margins, therefore the 
Company raised its prices at various times in 1981 to 
offset cost increases. 

In 1982, the Company expects inflation to 
continue to push up the cost of doing business. As in 
1981, the Company will seek ways to minimize the 
impact of inflation through more efficient operations. 

DIVIDENDS 

In the third quarter of 1981, the annual dividend rate 
was raised to $.80 per share from $.76 per share, a 5.3% 
increase. This increase represented the 20th consecutive 
year in which the dividend rate was increased. The 
Company has paid dividends to its shareholders for 52 
consecutive years. 
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A total of $.78 per share was actually paid in 1981. 
This represented approximately 59% of prior year’s 
earnings per share and met management’s objective of 
paying out approximately 60%' of prior year’s earnings 
in dividends to stockholders. 

The annual dividend rate will gradually be 
reduced to 45-50%' of the prior year’s earnings per share 
to finance current and anticipated growth. Management 
will continue to have an objective of increasing annual 
dividends on a regular basis. Distribution of dividends 
by quarter was: 


1981 1980 1979 


First Quarter 

$.19 

.17 

.16 

Second Quarter 

.19 

.17 

.17 

Third Quarter 

.20 

.19 

.17 

Fourth Quarter 

.20 

.19 

.17 


$.78 .72 .67 


MARKET PRICE OF COMMON STOCK 
The Company’s stock is listed on both the New York 
Stock Exchange and the Pacific Stock Exchange where it 
is traded under the symbol DOC. The stock also trades 
on an unlisted basis on the Boston and Midwest Stock 
Exchanges. The table below shows the reported high 
and low prices of the stock on the New York Stock 
Exchange for the periods indicated: 


1981 1980 1979 


Qtr- 

High 

Low 

K’gh 

Low 

High 

Low 

1st 

$14 

$11 

$ 15% 

$ 9% 

$16% 

$13% 

2nd 

15 Vs 

121/2 

12% 

10% 

19% 

14% 

3rd 

1314 

10 % 

15% 

11% 

16% 

14% 

4th 

13 % 

11 % 

13% 

10% 

14% 

10 


The dosing price of the stock on December 31, 1981 was 
$12. In 1980 and 1979, the year-end dosing prices were 
$11 id and $11 7 /s, respectively. 


RETURN ON AVG. INVESTED CAPITAL 
(percent) 
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ACCOUNTANTS’ REPORT 


P 

I Feat,Marwick,Mitchell&Ca 


Suite J 500 , 2001 B 171ft Tower 
DtUu.TeiM 75201 


The Board of Directors 
Dr Pepper Company: 

We have examined the consolidated balance sheets of 
Dr Pepper Company and subsidiaries as of December 
31,1981 and 1980 and the related consolidated 
statements of earnings and retained earnings and 
changes in financial position for each of the years in the 
three year period ended December 31,198L Our 
examinations were made in accordance with generally 
accepted auditing standards, and accordingly included 
such tests of the accounting records and such other 
auditing procedures as we considered necessary in 
the circumstances. 

In our opinion, the aforementioned consolidated 
financial statements present fairly the financial position 
of Dr Pepper Company and subsidiaries at December 
31,1981 and 1980 and the results of their operations 
and the changes in their financial position for each of 
the years in the three year period ended December 31, 
1981, in conformity with generally accepted accounting 
principles applied on a consistent basis, except for the 
change, with which we concur, in the method of valuing 
inventories as described in note 1(b) to the consolidated 
financial statements. 

February 5,1982 
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CONSOLIDATED BALANCE SHEETS 

DR PEPPER COMPANY AND SUBSIDIARIES 
December 31, 1981 and 1980 


Assets 

1981 

1980 

Current assets: 

Cash, including temporary cash investments-—1981, $10,470,000; 

1980, $14,452,000 

$ 12,044,000 

13,333,000 

Receivables: 

Trade accounts, less allowance—1981, $752,000; 1980, $447,000 

26,881,000 

25,149,000 

Other notes and accounts 

1,912,000 

459,000 

Inventories 

14,032,000 

13,203,000 

Prepaid expenses and other assets 

8,810,000 

7,682,000 

Total current assets 

63,679,000 

59,826,000 

Notes receivable and other investments 

1,171,000 

1,635,000 

Land held for investment, at cost 

1,758,000 

1,787,000 

Property, plant and equipment—net (note 2) 

84,454,000 

72,950,000 

Other assets—at unamortized cost or nominal value: 

Excess cost over net assets of businesses acquired (note 9) 

11,273,000 

11,121,000 

Franchises, formulae, trademarks and other 

3,298,000 

337,000 


14,571,000 

11,458,000 


$165,633,000 

147,656,000 

Liabilities and Stockholders’Equity 

Accounts payable and accrued expenses 

$ 22,268,000 

18,283,000 

Current portion of notes payable (note 4) 

943,000 

405,000 

Notes payable (note 4) 

3,563,000 

6,508,000 

Federal and state income taxes (note 3) 

2,604,000 

4,791,000 

Tota 1 cu rrent liabilities 

29,378,000 

29,987,000 

Long-term notes payable, less current portion (note 4) 

6,217,000 

2,080,000 

Deferred federal income taxes (note 3) 

6,022,000 

5,394,000 

Other deferred credits 

334,000 

267,000 

Stockholders’ equity (notes 5 and 8): 

Preferred stock $1 par value. Authorized 4,000,000 shares; issued and 

ou ts tan din g, none. 

— 

— 

Common stock without par value. Authorized 50,000,000 shares; 

issued 20,226,892 shares in 1981 and 20,201,517 shares in 1980 

13,261,000 

13,133,000 

Retained earnings 

110,421,000 

96,795,000 

Total stockholders’ equity 

123,682,000 

109,928,000 

Contingencies and subsequent event (notes 10 and 11) 


$165,633,000 

147,656,000 


See accompanying notes to consolidated financial statements. 
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CONSOLIDATED STATEMENTS OF EARNINGS AND RETAINED EARNINGS 

DR PEPPER COMPANY AND SU BSIDIARIES 

Years ended December 3 L 1981. 1980 and 1979 

1981 

1980 

1979 

Net sales 

$363,966,000 

333.165.000 

291,762,000 

Cost of sales 

177,426,000 

170,842,000 

152,033,000 

Gross profit 

186,540,000 

162,323,000 

139,729,000 

Administrative, marketing and general expenses 

135,652,000 

114,753,000 

97,821,000 

Operating profit 

50,888,000 

47,570,000 

41,908,000 

Other income, net 

1,364,000 

2,053,000 

1,403,000 

Earnings before income taxes 

52,252,000 

49,623,000 

43,311,000 

Federal and state income taxes (note S): 

Current 

22,226,000 

22,223,000 

18,171,000 

Deferred 

628,000 

857,000 

1,531,000 


22,854,000 

23,080,000 

19,702,000 

Net earnings 

29,398,000 

26,543,000 

23,609,000 

Retained earnings at beginning of year 

96,795,000 

84,797,000 

74,722,000 

Dividends paid—$.78 per share in 1981, $.72 per share 

in 1980 and $.67 per share in 1979 

15,772,000 

14,545,000 

13,534,000 

Retained earnings at end of year 

$110,421,000 

96,795,000 

84.797,000 

Earnings per common and common share equivalent 

$ 1.45 

1.31 

1.17 


See accompanying notes to consolidated financial statements. 
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CONSOLIDATED STATEMENTS C)F CHANGES IN FINANCIAL POSITION 

DR PEPPER COMPANY AND SUBSIDIARIES 

Years ended December 31, 1981,1980 and 1979 



1981 

1980 

1979 

Sources of working capital; 

Net earnings 

$ 29,398,000 

26,543,000 

23,609,000 

Add items which do not affect working capital; 
Depreciation of property, plant and equipment 

11,490,000 

8,987,000 

8,141,000 

Amortization of franchises, formulae, trademarks 
and other 

449,000 

269,000 

207,000 

Deferred income taxes 

628,000 

857,000 

1,531,000 

Working capital provided by operations 

41,965,000 

36,656,000 

33,488,000 

Issuance of common stock (25,375 shares in 1981 
and 1,259 shares in 1980) 

128,000 

16,000 


Decrease in notes receivable and other investments 

464,000 

543,000 

774,000 

Increase in long-term notes payable 

5,604,000 

1,924,000 

355,000 

Increase in other deferred credits 

67,000 

47,000 

— 

Sale of land held for investment 

29,000 

— 

- - 


48,257,000 

39,186,000 

34,617,000 

Uses of working capital: 

Dividends on common stock 

15,772,000 

14,545,000 

13,534,000 

Additions to property, plant and equipment 

22,994,000 

24,757,000 

15,840,000 

Increase in notes receivable and other investments 

— 

479,000 

— 

Payments and transfers of long-term notes payable 

1,467,000 

569,000 

— 

Increase in other assets 

3,562,000 

4,105,000 

1,326,000 

Decrease in other deferred credits 

— 

— 

346,000 


43,795,000 

44,455,000 

31,046,000 

Increase (decrease) in working capital 

$ 4,462,000 

(5,269,000) 

3,571,000 

Changes in components of working capital: 

Increase (decrease) in current assets: 

Cash 

$ (1,289,000) 

401,000 

5,710,000 

Receivables 

3,185,000 

4,156,000 

1,758,000 

Inventories 

829,000 

(922,000) 

(1,342,000) 

Prepaid expenses and other assets 

1,128,000 

249,000 

1,926,000 


3,853,000 

3,884,000 

8,052,000 

Increase (decrease) in current liabilities: 

Accounts payable and accrued expenses 

3,985,000 

(1,459,000) 

4,325,000 

Notes payable 

(2,407,000) 

6,689,000 

55,000 

Federal and state income taxes 

(2,187,000) 

3,923,000 

101,000 


(609,000) 

9,153,000 

4,481,000 

Increase (decrease) in working capital 

$ 4,462,000 

(5,269,000) 

3,571,000 


See accompanying notes to consolidated financial statements. 
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DR PEPPER COMPANY AND SUBSIDIARIES 
NOTES TO CONSOLIDATED FINANCIAL 
STATEMENTS 
December 31, 198l 


(1) SUMMARY OF SIGNIFICANT 
ACCO UNTING POLICIES 

(a) Consolidation and General 

The consolidated financial statements comprise the 
accounts of the Company and its subsidiaries, all of 
which are wholly owned. All material intercompany 
accounts, transactions and profits have been eliminated. 

The Company manufactures, markets, sells and 
distributes soft drink concentrates (the basic ingredient 
for soft drinks) and fountain syrups (concentrate with 
sweeteners and water added), principally to indepen¬ 
dent, licensed bottlers in the United States. The 
Company also bottles and distributes soft drinks 
through its wholly-owned subsidiaries and cans soft 
drinks for sale to its franchised bottlers. 

(b) Inventories 

Inventories are valued at the lower of cost or market, 
generally on the last-in, first-out (LIFO) cost method of 
valuation for 1981 and 1980, and the first-in, first-out 
(FIFO) cost method for 1979. Effective January 1, 1980, 
the Company changed its inventory valuation basis 
to the LIFO method for virtually all inventories not 
previously on LIFO. Management believes that the new 
inventory valuation method achieves a better matching 
of current costs and current revenues. 

If all inventories valued at LIFO cost had been 
valued at FIFO cost, net earnings would have increased 
$190,000, or ,$.01 per share in 1981, $691,000 or $.04 
per share in 1980 and the effect on 1979 was not mate¬ 
rial. Pro forma effects of retroactive application of 
LIFO were; not determinable, and there was no cumu¬ 
lative effect on retained earnings at the beginning of 
1980. The excess of current cost over stated last-in, 
first-out cost w'as approximately $2,423,000 at 
December 31, 1981. $2.070.000 at December 3L 1980 
and was not material in 1979 and prior years. 

Inventories consist of the following at December 31; 

1981 1980 

Finished products $ 5,897,000 5,774,000 

Raw materials and supplies 8,135,000 7,429,000 

$ 14 , 032,000 13,203,000 


(c) Property, Plant and Equipment 

The Company and its subsidiaries provide for depre¬ 
ciation of property, plant and equipment on a straight- 
line basis over the estimated useful life of the asset. 

Interest cost incurred during the period of 
construction of plant and equipment is capitalized as 
part of the cost of such plant, and equipment. Total 
interest expense in 1981 was $957,000, of which 
$438,000 w'as capitalized. Interest expense in 1980 was 
not material. 

Maintenance and repairs are charged to 
operations as incurred; renewals and betterments are 
capitalized and depreciated. The cost and accumulated 
depreciation of properties sold or disposed of are 
removed from the accounts. The resultant profit or loss 
on such transactions is credited or charged to earnings. 

(d) Other Assets 

The excess costs over net assets of acquired businesses 
and costs of franchises acquired subsequent to 1971 are 
being amortized primarily over forty years. The excess 
costs over net assets of acquired businesses and costs 
of franchises acquired in 1971 and prior years are not 
required to be amortized and, in the opinion of manage¬ 
ment, there has been no diminution in their value. 

(e) Federal Income Taxes 

Deferred taxes are provided for all items included in the 
consolidated statements of earnings regardless of when 
such items are reported for tax purposes. 

Investment tax credits are recorded as a reduction 
of federal income tax expense in the year realized. 

(f) Earnings Per Common and Common Share Equivalent 
Earnings per common and common share equivalent 
are based on the weighted average number of shares 
outstanding and equivalent shares from dilutive 
stock options. 

(g) Temporary Cash Investments 

Temporary cash investments are comprised principally 
of commercial paper at December 31, 1981 and 1980. 
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(2) PROPERTY ; PLANT AND EQUIPMENT 
A summary of property, plant and equipment and 
aecu m ul ated depreciation follows: 

December ?L 



1981 

1980 

Land 

$ 6,417,000 

5,747,000 

Buildings and improvements 

40,637,000 

35,398.000 

Machinery, equipment and 
furniture 

81,022,000 

65,927,000 

Acc u mu la ted depreciation 

128,076,000 

43,622,000 

107,072,000 

34,122,000 


$ 84,454,000 

72,950,000 


(3) INCOME TAXES 

The “expected” provision for income taxes computed by 
applying the federal income tax rate of 46% to earnings 
before income taxes, is reconciled to the provision for 
income taxes as follows: 



1981 

1980 

1979 

Computed “expected” 
tax provision 

$24,036,000 

22,827,000 

19,923,000 

Investment tax credits 

(2,281,060) 

(881,000) 

(867,000) 

Other 

1,099,000 

1,134.000 

646,000 


$22,854,000 

23,080,000 

19.702,000 


Included in the current provision for income taxes is 
state income taxes of $2,126,000 for 1981, $1,499,000 
for 1980 and $941,000 for 1979. 

Approximately $1,223,000, $613,000 and 
$942,000 of deferred taxes for 1981, 1980, and 1979 
respectively, arise principally from using accelerated 
depreciation methods for tax purposes and straightdine 
methods for financial purposes. Remaining deferred tax 
items constitute individually less than 5% of the com¬ 
puted “expected” tax provision. 

(4) NOTES PAYABLE AND LINE OF CREDIT 
The weighted average amount of short-term debt 
outstanding during 1981 was $3,831,000 ($3,285,000 in 
1980 and none in 1979) with a related weighted average 
interest rate of 10.8% (9.4% in 1980). The maximum 
amount of short-term debt outstanding at any 
month-end during 1981 was $7,505,000 and $6,508,000 
during 1980. 

Long-term notes payable are secured principally 
by property, plant and equipment and bear interest at 
fixed rates ranging from 6 to 16%. The aggregate 
maturities of long-term notes payable for the five years 
ending December 31, 1986 are as follows: 

19824943,000; 19834781,000; 1984-$583,000; 
1985-$563,000 and 1986-$550,000, 

In December, 1981, the Company obtained a 
$120,000,000 loan commitment from several banks for 
the purchase of Canada Dry Corporation and other 
corporate purposes (see note 11). 


(5) COMPENSATION PLANS 
(a) Long-Term Incentive Plan 

The Long-Term Incentive Plan, adopted in 1976. pro¬ 
vides for a long-term nonqualified stock option plan 
and a contingent performance award plan for key 
management. Nonqualified stock options and/or 
performance awards can be granted each year through 
1985. A total of 500,000 shares of Dr Pepper common 
stock is available for nonqualified stock options or 
performance awards. The exercise price of options 
granted under the plan may not be less than the quoted 
market price at date of grant and the options expire ten 
years from the date of grant oral, an earlier date 
if specified. 

Contingent performance awards are earned over 
a five-year award period and the cash portion is payable 
at the end of that period. The maximum cash perfor¬ 
mance awards available at December 31, 1981 and 1980 
were $1,097,000 and $1,412,000, respectively. 

In 1980, the Company established as part of the 
Long-Term Incentive Plan a Cash Incentive Plan. The 
Cash Incentive Plan provides for cash incentive awards 
to be granted through 1990 which are to be earned over 
three-year award periods payable at the end of each 
period. The maximum cash incentive award available 
at December 31, 1981 was $658,000. 

The cash portion of contingent performance 
awards and cash incentive awards are accrued over the 
applicable award period based upon the attainment of 
corporate performance goals. In anticipation of the 
Company’s attaining part of the performance goals, 

$110,000 of the cash awards are currently accrued. 

The portion of performance awards granted in 
the form of nonqualified stock options is not exercisable 
until three years after the date of grant for options 
granted in 1980 and five years for options granted in 
prior years. In addition, other nonqualified stock op¬ 
tions, which are exercisable one year from the date 
of gram are outstanding. Options are summarized 
as follows: 

N umber 

of Shares Option Price 


Performance 


Year 

Awards 

Other 

Per Share 

Aggregate 

1979 & prior 

48,443 

109.775 

$12,125-15.625 

$2,295,000 

1980 

29,573 

63,592 

11.125 

1.036,000 

1981 

— 

49,542 

14.75 

73 1,000 


78,016 

222,909 


$4,062,000 
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During 1980, options were exercised for 1,059 shares at 
$12,125 per share ($13,000 aggregate). In 1981. 1980 
and 1979, options for 18,342, 26,703. and 39,750 shares 
were forfeited. 

(b) The 1981 Restricted Stock Plan 

On April 21, 1981, Company shareholders approved the 
1981 Restricted Stock Plan which provides for the award 
of shares of Dr Pepper common stock to senior execu¬ 
tives of the Company and its subsidiaries. Common 
stock awards under the plan can be awarded each year 
in lieu of the three-year stock option or contingent 
performance awards under the Long-Term Incentive 
Plan of 1976. The stock awards are earned.over a three 
year period. In 1981, 25,375 common shares valued 
at $314,000 were awarded. Common stock has been re¬ 
duced $186,000 at December 31, 1981 to reflect the un¬ 
earned value of shares issued, A total of 400.000 shares 
of Dr Pepper common stock is available for restricted 
stock awards. 

(6) PENSION PLAN 

The Company and its subsidiaries provide a funded 
pension plan for all non-union employees over 25 
years of age with one year of service. Pension expense 
aggregated $1,334,000 in 1981, $1,224,000 in 1980 and 
$1,030,000 in 1979. The Company's policy is to fund 
pension costs accrued which are comprised of normal 
costs and amortization of prior service costs. Prior 
service costs established prior to 1976 are being 
amortized over a period of 40 vears and increases to 
prior sendee costs in 1976 and thereafter are amortized 
over 30 years. The companies expect to continue the 
Plan indefinitely but have the right to discontinue it 
at any time. As of the latest actuarial valuation date 
(January' 1, 1981), the accumulated plan benefits, plan 
net assets and unfunded prior service costs were 
as follows: 

Actuarial present value of accumulated benefits: 

Ve s t e d $5,39 5,()()() 


Non vested 

) ,059,1)00 

$6,454,900 

Net assets available for benefits 

$7,157,000 

Unfunded prior service costs 

$3,249,000 


The annual rate of return used in determining the 
actuarial present vatue of act:umulated plan benefits was 
6.5%, compounded annually. 


(7) SUMMARY OF Ql 'Mil ERIN FINANCIAL DMA 
(UNAUDITED) " 

The following quarter 1 v linancial information is 
unaudited, however, in the opinion of management all 
adjustments (none of which were other than normal 
recurring accruals) necessary to a fair statement of the 
results of operations for the interim periods have been 
included (000s omitted except per share amounts): 


"I liree months ended 


Net sales: 

198) 

Mar. 31 

$75,276 

June 30 

102,808 

Sept. 30 

103,425 

Dec. 31 

82.457 

19.30 

$07,105 

87,352 

97.785 

80,923 

Cross profit: 

1981 

$38,769 

53,843 

51.544 

42,384 

1980 

$33,609 

43.429 

45,346 

39,939 

Net earnings: 

1981 

$5,219 

.8.681 

8,278 

7,220 

1980 

$4,991 

7.688 

7.232 

6,632 

Per Share: 

19.81 

S .20 

.43 

A 1 

.35 

1980 

$ .25 

.38 

36 

.33 


(8) CAPITAL STOCK 

On May 26, 1981, stockholders approved an 
amendment to the Company’s Restated Articles of 
Incorporation authorizing an additional 4,000,000 
shares of capital stock designated as $1.00 par value 
preferred stock. The series and powers, preferences and 
rights, qualifications, limitations and restrictions of the 
preferred stock have not been established as of 
December 31, 1981. The authority to establish such 
provisions and to authorize the issuance is expressly 
granted to and vested in the Board of Directors. 

(9) ACQUISITIONS 

The Company acquired certain soft drink businesses in 
purchase transaetionsin 1981 and 1980 wit h cash and 
notes pavable aggregadug $8,247.000 and $6,000,000 
respectively. The excess of the consideration paid over 
the fair value of net assets received,$453,000 in 1981 
and $4,105,000 in 1980, is being amortized over 40 
years. The operations of each of the acquired businesses 
have been included in the accompanying consolidated 
statements of earnings and retained earnings from the 
dates of acquisition. Operating results of these 
businesses were not material to the consolidated 
operating results in any of the periods and, accordingly, 
pro forma results are not presented. 
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(10) CONTINGENCIES 

In 1979, a private antitrust action was filed in Louisiana 
in which the plaintiff contends that the Company’s 
decision to license the Coca-Cola bottler in Lake 
Charles, Louisiana, to produce Dr Pepper soil drinks, 
rather than the plantiff (a 7 LP/Pepsi bottler) was 
violative of federal antitrust laws. Damages are sought in 
the amount of fifteen million dollars trebled. The 
Company intends to defend this action vigorously and 
believes that the plaintiffs claims are unfounded, 
without merit, and that the Company has substantial 
defenses to the plaintiffs claims. 


(11) SUBSEQUENT EVENT—CANADA DRY 
a CQUISITION (UNA UNITED) 

Effective February 2, 1982, Dr Pepper Company 
acquired substantially all of the business and operations 
of Canada Dry Corporation, a major producer and 
distributor of non-alcoholic beverages. The purchase 
price was $143,000,000. In addition, the Company 
agreed to pay $10,000,000 for a five-year covenant not 
to compete and $2,000,000 for training and technical 
assistance. The acquisition cost will be financed with a 
$105,000,000 bank loan (see note 4) and $50,000,000 in 
subordinated debentures. The bank loan is a three year 
revolving credit facility convertible into a seven year 
loan due in quarterly installments at varying interest 
rates not exceeding prime. The loan agreement 
includes various restrictive covenants. 

Among the more significant are requirements as 
to working capital, current ratio, debt to worth (as 
defined), dividend payments and contingent liabilities. 
The subordinated debentures are due in seven years 
with interest payable in quarterly installments at rates of 
prime less 3%?%. but in no event, lower than 14% or 
higher than 20%. 

The acquisition will be accounted for as a purchase 
and the excess of the consideration paid over the fair 
value of the net assets received will be amortized over 40 
years. The results of operations of Canada Dry will be 
included in the consolidated statements of earnings 
from February 2, 1982. The net sales and net earnings 
of the acquired operations for the years ended June 30, 
1981, 1980 and 1979 were $156,716,000 and 
$5,793,000; $146,073,000 and $7,703,000; and 
$136,824,000 and $14,814,000, respectively. Net assets 
were $57,978,000 and .$56,340,000 at June 30, 1981 and 
1980, respective!}'. 
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BOARD OF DIRECTORS 
W. W. Clements 

Chairman of the Board, and Chief Executive Officer, 

Eh m Pepper Company, Dallas, Texas 

Edwin L. Cox 

Oil and Gas Producer, Dallas, Texas 

Charles G. Cullum 1 

Chairman of th e Board and Chief Executive Officer, 
The Cullum Compan ies, Inc. (supermarkets and drug 
stores), Dallas, Texas 

Raymond H. Cummins 
Retired, former Chairman of the Board and Chief 
Executive Officer, Goldsmith’s Department Store, 
Memphis, Tennessee, andformer Vice President, 
Federated Department Stores, Inc. 

Lamar Hunt 

Chairman of the Board, Kansas City Chiefs Football 
Club, Kansas City, Missouri, and Vice President, Hunt 
Energy Corporation, Dallas, Texas 

Charles L. Jarvie 

President and Chief Operating Officer, 

Dr Pepper Company, Dallas, Texas 

Pat W. McNamara, Jr. 

Dr Pepper Bottling Companies, Lubbock and 
Plainview, Texas 

William R. Roberson, Jr. 

Chairman and Chief Executive Officer, Roberson‘s 
Beverages, Inc. (soft drink bottling plants), Chairman 
and Chief Executive Officer, WITN-TV, Inc., 
Washington, North Carolina 

Albert F. Sloan" 

Chairman of the Board and President , Lance, Inc. 
(snack foods and bakery products), Charlotte, 

North Carolina 

John P. Thompson 

Chairman of the Board and Chief Executive Officer, 
The Southland Corporation (retail food storesj, 

Dallas, Texas 

Richard A. Zimmerman 

President and Chief Operating Officer, Hershey Foods 
Corporation, Hershey. Pennsylvania 

1 Elected January 28,1982 
2 Elected July 23,1981 


COMMITTEES 

Executive Committee 

Clements, Chairman 

Cox 

Hunt 

Jarvie 

Thompson 

Cummins, alternate 

Audit Committee 
Cummins, Chairman 
McNamara 
Zimmerman 

Employee Benefits Committee 

Cox, Chairman 

Hunt 

Roberson 

Thompson 


OFFICERS 

W. W. Clements 

Chairman and Chief Executive Officer 

Charles L. Jarvie 

President and Chief Operating Officer 

Robert E. Hannegan 

Executive Vice President-Corporate Plants 

Joe K. Hughes 

Executive Vice President-Operations 

Thomas L. Kalahar 1 

Executive Vice President-Marketing Operations 

Alvin H, Lane, Jr- 

Senior Vice President-Finance and Secretary 

Richard D. O’Connor 

Senior Vice President-Bottler Training 

Donald L. Antle 

Vice President-Franchise 

Jerry M. Corbin 

Vice President-Key Account Sales 

Daniel F. Craft" 

Vice President-Sales Operations 

Charles P. Grier 

Vice President-Manufacturing 

Thomas C. Hunter 

Vice President-Administration 

David M. Love 

Vice President-Special Assignments 

William F. Massmann 

Vice President-Government Affairs 

John L, Quigley, Jr. 3 

Vice President-Human Resources 

C. W. Reeves 

Vice President-International 

William L, Schermerhorn' 1 

Vice President-Consumer Marketing 

Hal L. Stockstill 

Vice President-Japan Operations 

Roger R. Baier 

Assistant Treasurer 

J. Scott Chase 

Assistant Secretary 

Marvin S. Massey, Jr. 

Controller 

L. Dan Thompson 

Treasurer 

‘Elected October 22, 1981 
2 FJected July 23,1981 
'Elected April 21, 1981 
‘Elected July 23,1981 



ANNUAL MEETING 

Dr Pepper Company’s annual meeting of shareholders 
will be at 10 a.m., Tuesday, April 20,1982 in the UA 
Cine Theatre, 5540 Yale Street, Dallas, Texas. This 
theatre is located one block north of Dr Pepper 
Company’s headquarters at 5523 East Mockingbird 
Lane, Dallas, Texas. Formal notice of this meeting and 
proxy materials were mailed with this report on or about 
March 18,1982, at which time proxies were solicited by 
the Board of Directors. Record date for voting at the 
1982 annual meeting or by proxy was March 1,1982. 

DIVIDEND REINVESTMENT PROGRAM 

For more than five years. Dr Pepper Company 
shareholders have been eligible to participate in a 
voluntary dividend reinvestment program. This 
program currendy is administered by Morgan Guaranty 
Trust Company of New York. 

Features of the Plan, initiated on December 1, 

1976 are: If you elect to participate, your cash dividends 
will be paid direcdy to Morgan Guaranty for purchases 
of Dr Pepper common stock. Participants may also 
make additional cash deposits with Morgan Guaranty 
for further investment in Dr Pepper common stock. 
Also, participants may elect free custodial services from 
Morgan Guaranty for the safekeeping of their other 
Dr Pepper Company shares. Subject to certain time 
limitations, you may join or withdraw from the Plan 
whenever you wish. 

Charges for the investment of cash dividends and 
voluntary additional cash deposits and for custodial 
services covered by the Plan will be paid by Dr Pepper 
Company. The charges paid by Dr Pepper Company 
must be reported as additional dividends to 
the participants. 

The program has more than 5,500 participants. 
For more Plan information, write: Shareholder 
Relations, Dr Pepper Company, P.O. Box 225086, 
Dallas, Texas 75265, 


CORPORATE INFORMATION 

Transfer Agent and Registrar 
First National Bank in Dallas 
Corporate Services Department 
P.O. Box 83655 
Dallas, Texas 75283 

Auditors 

Peat, Marwick, Mitchell & Co. 

Suite 1500, 2001 Bryan Tower 
Dallas, Texas 75201 

Dividend Reinvestment Agent 
Morgan Guaranty Trust Company 
of New York 

Dividend Reinvestment Plan 

P.O. Box 3506 

New York, New York 10008 

Stock Listing <2f Symbol 

New York Stock Exchange (DOC) 

Pacific Stock Exchange (DOC) 

Form 10-K 

Shareholders wishing to receive Dr Pepper Company’s 
1981 Annual Report to the Securities and Exchange 
Commission on Form 10-K may secure a copy by 
writing: Shareholder Relations, Dr Pepper Company, 
P.O. Box 225086, Dallas, Texas 75265. 

Corporate Headquarters 
5523 East Mockingbird Lane 
P.O. Box 225086 
Dallas, Texas 75265 
214/824-0331 
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